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Eco nom ics and National Secu rity: The Case of China 
By Lieuten ant Colo nel Edward L. Hughes and Dr. Kent H. Butts 

The United States Army War College’s Center for Strate gic Leader ship, the National Intel ligence 
Coun cil, the U.S. Pacific Command, and The Brookings Insti tu tion’s Center for Northeast Asian 
Pol icy Studies cospon sored a confer ence for selected invitees enti tled “Econom ics and National 
Se cu rity: The Case of China.” The confer ence was conducted at the Collins Center, Carlisle Bar-
racks, Pennsyl va nia on Novem ber 27th and 28th, 2001. 

BACKGROUND 

The phenom e non of global inte gra tion has gone beyond what was envi sioned by the early inter de-

pen dence debate.  The ratio nal iza tion of indus trial produc tion and the power of the internet have

cre ated a new era of economic inte gra tion with profound secu rity impli ca tions for the United


States. The Bush admin is tra tion recog nized this phenom e non.  In

Feb ru ary 2001, Presi dent Bush created the posi tion of Deputy As

sis tant to the Presi dent for Inter na tional Economic Affairs and

Dep uty National Secu rity Advi sor.  The Presi dent appointed Gary

Edson to the posi tion who will effec tively serve as a deputy to

both. National Secu rity Advi sor Condoleezza Rice and Direc tor

of the National Econom ics Council Lawrence B. Lindsey, indi cat

ing that econom ics will play a signif i cant role in U.S. foreign

pol icy.  Nowhere is the nexus of econom ics and national secu rity

more problem atic than with the emerging regional power, China.

China’s Most Favored Nation trade status domi nated U.S. – China

pol icy for much of the 1990s and recent inci dents between the two

coun tries highlighted the debate over the degree to which in-

creased economic inte gra tion and trade may lead to a stable, more


CSL 1 



Report Documentation Page Form Approved
OMB No. 0704-0188

Public reporting burden for the collection of information is estimated to average 1 hour per response, including the time for reviewing instructions, searching existing data sources, gathering and
maintaining the data needed, and completing and reviewing the collection of information. Send comments regarding this burden estimate or any other aspect of this collection of information,
including suggestions for reducing this burden, to Washington Headquarters Services, Directorate for Information Operations and Reports, 1215 Jefferson Davis Highway, Suite 1204, Arlington
VA 22202-4302. Respondents should be aware that notwithstanding any other provision of law, no person shall be subject to a penalty for failing to comply with a collection of information if it
does not display a currently valid OMB control number. 

1. REPORT DATE 
DEC 2001 

2. REPORT TYPE 
N/A 

3. DATES COVERED 
  -   

4. TITLE AND SUBTITLE 
Economics and National Security: The Case of China 

5a. CONTRACT NUMBER 

5b. GRANT NUMBER 

5c. PROGRAM ELEMENT NUMBER 

6. AUTHOR(S) 5d. PROJECT NUMBER 

5e. TASK NUMBER 

5f. WORK UNIT NUMBER 

7. PERFORMING ORGANIZATION NAME(S) AND ADDRESS(ES) 
Center for Strategic Leadership 650 Wright Avenue Carlisle, PA 
17013-5049 

8. PERFORMING ORGANIZATION
REPORT NUMBER 

9. SPONSORING/MONITORING AGENCY NAME(S) AND ADDRESS(ES) 10. SPONSOR/MONITOR’S ACRONYM(S) 

11. SPONSOR/MONITOR’S REPORT 
NUMBER(S) 

12. DISTRIBUTION/AVAILABILITY STATEMENT 
Approved for public release, distribution unlimited 

13. SUPPLEMENTARY NOTES 
The original document contains color images. 

14. ABSTRACT 

15. SUBJECT TERMS 

16. SECURITY CLASSIFICATION OF: 17. LIMITATION OF 
ABSTRACT 

UU 

18. NUMBER
OF PAGES 

4 

19a. NAME OF
RESPONSIBLE PERSON 

a. REPORT 
unclassified 

b. ABSTRACT 
unclassified 

c. THIS PAGE 
unclassified 

Standard Form 298 (Rev. 8-98) 
Prescribed by ANSI Std Z39-18 



dem o cratic China. With China’s economy contin u ing to grow, the impor tance of econom ics to 
Chi nese secu rity policy and the rela tive size and capa bil i ties of its mili tary will only increase. 

PURPOSE OF EVENT 

The purpose of the confer ence was to explore the national secu rity dimen sions of the U.S. – China 
eco nomic rela tion ship and identify possi ble roles for the economic ele ment of national power in 
for mu lat ing policy options.  Specifically, senior mili tary, admin is tra tion, congressio nal, aca demic, 
pri vate sector, inter agency, and donor orga ni za tion subject matter experts exam ined: the linkage 
be tween econom ics and national secu rity; the mili tary impli ca tions of China’s expand ing trade re-
la tion ships; China’s energy devel op ment and envi ron men tal poli cies; the role of economic 
sanc tions and export controls; and the role of economic policy in U.S. national secu rity. 

CONFERENCE METHODOLOGY 

The confer ence commenced with a series of panel 
pre sen ta tions on the changing defi ni tions of national 
se cu rity, general economic trends and global iza tion, 
how China affects the U.S. economy, and how eco
nomic engage ment may change the polit i cal 
land scape of China. This was followed by a series of 
pre sen ta tions on China’s inte gra tion into the world 
econ omy.  Dinner with Ambas sa dor Clark Randt 
pro vid ing the keynote address  closed the first day. 

Dur ing the second day, there were three panels, each having a series of presen ta tions. The first 
panel explored the mili tary impli ca tions of China’s expand ing trade rela tion ships. Next, the confer
ence exam ined China’s energy devel op ment and envi ron men tal poli cies as constraints to eco nomic 
growth. Lastly, partic i pants explored the role of economic sanctions and export controls, and con
sid ered new approaches in U.S. policy. 

PRESENTATIONS AND DISCUSSIONS 

The post World War II finan cial insti tu tions envi
sioned at Bretton Woods continue to promote the 
in te gra tion of the World Economy.  The success 
of the World Bank, Inter na tional Mone tary Fund, 
and General Agreement on Trade and Tar
iffs/World Trade Orga ni za tion has been furthered 
by the end of the Cold War and the revo lu tion in 
tech nol ogy.  As a result:  more than three trillion 
dol lars in curren cies cross borders daily; the 
growth rate of transfers between foreign affil i ates 
of multi na tional corpo ra tions doubled that of 
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global trade over the past ten years; and the in ter na tional eco nomic en gage ment’s share of the U.S.
GDP has in creased from 13 per cent in 1970 to 30 per cent in 2001 (Frost).   ger autarchic, the
eco nomic vi tal ity of the United States in creas ingly de pends upon de ci sions made in other coun tries. 

Un like Ja pan, China had made the dif fi cult de ci sion to re form its fi nan cial sys tem.  China made the
econ omy its top na tional pri or ity and is mov ing rap idly to ward full World Trade Or ga ni za tion

mem ber ship.  Em ploy ment in state owned and ur ban col -
lec tive en ter prises fell by 54 mil lion be tween 1992 and
2000.   omy con tin ues to grow at a rate of six to
eight per cent per year as the world econ omy strug gles. 
The GDP of the United States is ap prox i mately $8 tril lion.  
China’s GDP is around $1 tril lion, with the Rus sian GDP
about half that of China.   eign in vest ment once tar geted 
for the U.S. is now di rected to ward China, and the Chi nese
econ omy is ex pected to dou ble ev ery ten years to $4 tril -
lion by 2020 (Naughton).  

The U.S. im ported $100 bil lion in mer chan dise from China in 2000 while re turn ing $16.2 bil lion in
ex ports.  The qual ity of Chi nese im ports to U.S. has in creased dra mat i cally, with data pro cess ing
and of fice ma chines, and tele com mu ni ca tions and sound equip ment now rank ing sec ond and third. 
Fur ther, com po nent parts for high tech nol ogy Asian im ports to the U.S. are in creas ingly pro duced
in China.   a bil ity of ex port con trols and trade sanc tions as for eign pol icy vari -
ables is chang ing.  

FINDINGS

As trade be tween the two coun tries has grown and China has in creas ingly be come part of the world
econ omy, China has made in cre men tal changes in its po lit i cal and eco nomic sys tems.  Does eco -
nomic en gage ment pos i tively in flu ence Chi nese lead er ship?  Yes, and the re sul tant in cre men tal
changes in in sti tu tions are es tab lish ing the foun da tion for a
more sta ble po lit i cal and eco nomic sys tem.  Will this lead to
de moc racy or a level of hu man rights re spect that si lences
for eign crit ics and iso lates U.S. China pol icy from ac ri mo ni -
ous de bate?  Prob a bly not.   over, the is sues of
tech nol ogy trans fer and Chi nese trade pol icy will re main
con ten tious and sub ject to U.S. do mes tic vari ables.

Other se cu rity is sues abound.   ing trade em pire shift re gional al le giances and in -
flu ence U.S. Asia-Pacific al li ances?  It most likely will.   ple’s Lib er a tion Army (PLA)
ben e fit ing dis pro por tion ately from the eco nomic ben e fits of China’s trade?   though the PLA
and de fense sec tor will mod ern ize, China’s pri or ity re mains its econ omy, and the PLA’s role in the
busi ness sec tor has been sub stan tially re duced.  More over, it is un likely that China’s ex pand ing
trade net work will pro vide the jus ti fi ca tion for mil i tary in ter ven tion or the de vel op ment of an ex pe -
di tion ary mil i tary force.   ever, as China’s econ omy grows, en ergy de mand will keep pace and
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most of its energy imports will origi nate in the Persian Gulf. China’s strategy of petro leum conces
sion owner ship creates the poten tial for geopolitical conflict in areas of longstand ing U.S. secu rity 
in ter ests. 

En vi ron men tal factors are also impor tant.  Economic growth will increase the problems asso ci ated 
with water shortages in the North East. China will continue to struggle with the domes tic and inter
na tional pollu tion asso ci ated with its growing number of coal fired power plants. 

There is great poten tial for using the economic ele ment of power proactively to achieve an end state 
of an econom i cally and polit i cally stable China that is willing to accept a contin ual U.S. presence in 
the Asia Pacific region. 

******** 

This publi ca tion and other CSL publi ca tions can be found online at: http://carlisle-www.army.mil/usacsl/pub li ca
tions.htm. 

******** 

The views expressed in this report are those of the partic i pants and do not neces sar ily reflect offi cial policy or posi tion 
of the United States Army War College, the Depart ment of the Army, the Depart ment of Defense, or any other Depart
ment or Agency within the U.S. Govern ment.  Further, these views do not reflect uniform agreement among exer cise 
par tic i pants.  This report is cleared for public release; distri bu tion is unlim ited. 

CSL 4 


